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FEDERAL
Mr. William F. Caton OFRCE OF SECRETARY
Acting Secretary
Room 222

Federal Communications Commission
Washington, D.C. 20554

Re: EXx Parte Presentation in
MM Docket No. 92-266

Dear Mr. Caton:

In accordance with the Commission’s ex parte
rule, 47 C.F.R. §1.1206, an original and a copy of this
letter are being filed in MM Docket No. 92-266 as
notification of an @x parte meeting with Meredith Jones,
Gregory Vogt, Gary Laden, Paul D’Ari, and Cindy Jackson,
all of the Cable Services Bureau. On behalf of the
National Association of Telecommunications Officers and
Advisors ("NATOA"), the following persons participated
in the meeting: Susan Littlefield, President of NATOA
and Cable Regulatory Administrator for the City of
St. Louis, Missouri; Eileen Huggard, member of the NATOA
Board of Directors and Assistant Commissioner of the
Department of Information Technology and
Telecommunications for the City of New York, New York;
David Hankin, Chairman of the NATOA-FCC Liaison
Committee and Assistant General Manager of the
Department of Telecommunications for the City of Los
Angeles, California; Tom Robinson of River Oaks Cable
Corporation; Stephanie Phillipps of Arnold & Porter;
Joseph Van Eaton of Miller, Canfield, Paddock and Stone;
John Pestle of Varnum, Riddering, Schmidt & Howlett; and
I. The following representatives of the cable
television industry participated in the meeting: Daniel
Brenner and Diane Burstein of the National Cable
Television Association; Peter Feinberg of Dow, Lohnes &
Albertson; James Hatcher, General Counsel of Cox
Communications; and Chuck Walsh of Fleischman & Walsh.

In general, we discussed Cox Communications’
proposal for a yearly rate review process, instead Of()ék(
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the Commission’s current quarterly process. Sge Letter
from James A. Hatcher, Cox Communications, to Gregory J.
Vogt, Cable Services Bureau (Mar. 30, 1995), a copy of
which is attached. The participants discussed the need
for a yearly rate review process, and discussed related
issues, such as: (a) the time period for a franchising
authority to review a yearly rate filing; (b) whether
external costs subject to such a filing should be
recovered on a retroactive or prospective basis; (c) the
types of costs that would be considered "external costs"
for purposes of the yearly rate filing; (d) whether a
cable operator should have the option of doing either
yearly or quarterly filings; (e) treatment of decreases
in external costs; and (f) the need for rules to govern
the transition from quarterly to yearly filings.

Please contact me if you have any questions

regarding this matter.
Reupcc;tﬁii;\ir

Gregory Vogt
Gary Laden
Paul D’Ari
Cindy Jackson

cc: Meredith Jones (



APR =" MM DIU/BPS A -mM\ .
MR 0 R, OLUACE ) S PR 4048438584 S
Cox Communications nc,
400 Lok Houmn Drive NE
Aterm, 6A 3%
{604) 843-5000

Room 920
Washington, DC 20554

Re: MM Dockst No. 92-266
Dear Mz. Vogt:

H_En.g sumemarises the presentation Cox Comnmmications, Inc. (“Cox™) made to yon
concerning the sbove-refarwced procesding in cur talsphone conversstion of Maxch 29,
1995. Cox was sepresented by Kathy Payne, Martin Corcozas, Dick Waterman and
mysclf

Cax understands that the Cable Services Buresu is workiag oa » Teuth Order on
Recousideration in the zate procesding that snight address, among other issnes, changes in
the proccss by which cable opezators secure approval from local franchising sutharities for
peoposed mate incroases in basic service rates. As we discussed, we have expexisnced
three major problexns under the cxrant regitie.

The ficst problem is the so-called “Tegulstory lag™ isse, which stexns from the fact that
thare is a substsutial period of time between (1) the filing of a basic sexvics rate increace
request and (2) the date the requested rate increase sctaally goes iuto effect, thuing which
thme the operator incurs cxtemal costs that i never recovers. Specifically, undes the
coxvent rules cabls operstors may not fil for external coat rate incresses until the quarter
following whea such costs arc incurred. Franchising authoritics may then take up to 120
days for a benchmark filing (or 150 days for s cost-af-service filiag) to review and
Egsgng_w{ﬂg!—lﬁwgg
EBEI?&moni’ Eligrnggg
sppruval of a rate increase is reccived, the cable operator omust give its customers 30 days
prior wiitten notice of the rate increase in thair bills, wiich in practice often takes 45 days
or langer for the opexator to implement. Duzing this entire time, the operstor is incurying
— but not recovering — the increased extemal costs covered by the rate mcrease request.

APR 10 ’9S PB: 46 PanFE



QF'R 1@ ’95 14:86 FR S@1,C0OMM DIU/BPS 314 T34 PAR9 TN 1P2R b oy -.c,t,“lf 5?‘:
« P “%’ .4%. U.‘-‘-— .: \-J\- M l‘_’t“’,.‘l‘u Nt A Wﬁ P:Jles

Gregpry J. VogJ, Esq.
March 30, 1995
Pags2

TIomerous rate incrsases — somathing that the operstors, theix customers aad their local
fianchising suthorities strongly dislike. Ideally, Cox would Eke to taks one rate ucresse a
yesr; sach an appaoach would svaid customer dissatisfaction with frequant rate increases
and slso would drastically reduce the paparwark burden an. both operators and regulstosy
ashogities. Unfortanstely, the coxrent rales maks it virtually impossible to flle just one
yeady increase becanse they include “use or Jose™ provisions and becsuse the buil-in
regulatory lag mesns that 2 csble operstor umst inmedistely implement 2 permitted ratc
increass of forever Joce itz ability to recoup that revamme froma itz customers for the time
that it delayed the rate increase.

systems with amltiple franclises, 2 saglec framchising anthority can prevent the operator
the operstor is forced to zpake mmmatous rate requests, oven though the difference in the
requasted rates may only be a matter of 2 fow peanies. For example, Cox’s San Diego
systcm has twanty scparate franchises and its Phoenix system has nineteen.

Cox has taken a haxd look at these problems and has developed s suggested rate increase
process which, we belisve, would allcviste many of the difficulties and at the same time
protect the legitimate interests of consamers and local franchising suthorities. As
desccibed balow, the proposed proceduxe would be an optismal one thst 2 csble operator
could choose to fallow if it so desized - should the corrent system bettar suit its needs, the
operator could stick with it We believe that ths proposed procedurs would be very
appealing to operators, howeves, because it would (1) aliminste the regulatory lag iesue,
(2) zesult in speedier decisions fiom local Samchising suthorities, and (3) enable opexators
generally to take just one rate mcrease esch yeaxr.

The fist component of our proposed process is that the feauchiging authority would have
60 days to review any requestod rate adjustment and cither spprove, disapprove or
spprave in pant the proposed rate adinstments. No extensions to the 60 day review pexiod
would be provided and 0o opportunity to issue an accounting order would be allowed (to
casure Smality in the rate decision making proocess). If s Sanchising authority denied the
rate adjustoant in whole or m patt, the ceble opacator could implement the rate change
and pursus an expedited appeal at the FCC subject to refund from the date of the rate
adjomment, or acsept the local fixnchising suthoxity revomniendations. This procedure
would give the Jocal fraachisiag suthority smpls tims to review what are typically routine
rate incressc requests. We also would note that under this steeaznlined review process,
aew rates would not be ioplemented uatil at least 105 days after filing the rate adjusnuent
request with the Jocal fiamchise suthoeity (60 day Sranchising amthority review phos
approximately 45 days to implement customer notices).
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Next, the akernative procadurs would esahle opexstors to (1) kit theis cabls sexvics rate
ESQE%EEE and (2) impletent &

Eﬂggﬂ.lﬂs such as proprmmming costs, user fees and cable related taxes
operators should 0ot be subject to regulstory lag.

Esggéie opexator to file FCC Forns 1205, 1210 and
1215 sfier the FCC sdopts the now rulss. The xuuual filing would contain a requested
glgigeggﬁlﬁogggge

Sling of its last 1210 plus isterest af the Intexnal Roveaus Service refimd rate’, and (2)

prospective known Bn%gsl. gﬂﬂoﬂggigﬂn
cable related taxss for the following ysar.? The cshls operator should be permitted to

EREEE%EGBEE?&EEE&

(rather than s strict fiscal or caleadar yesr). Additionally, a cable oparator electing the

new process should be pexmisted to caloulate inflation retroactively by utilizing the last

four quarters of officially published inflation rather than xelying ou the final GNPPL

Further, a cable operator should be permitted to canty over any portion of its approved

ggggsggiﬂﬁuggﬁn@g
is

E«Eiéeﬁgéﬂg Enﬂo-&ug
Operators should have inceatives to add new progmmming without delay. Channel
Eé?%gggg;giigrogl
the annwal xate adjustment ou 3 Heﬂ.n!-c-lr EES&&E&:«EB&

.ggziggiigiléaugu&oﬁgﬁ

2 The propassd methodology wilisas bath 2 reiteactive sad prespestive elament 10 the rate incrense %o

Elﬁl_llﬁﬂ.ﬂ_‘.l-nnl Janaaty of 6 givea yoar. It would noed to receive
$12.00 El—ﬂnrlln-l_ﬂniln ths year im order ts 0 fecoves its custy. K'the cable operator

ngignlgir-g%!éigs
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cable operator’s discretion as a mid-yoar 1ate Icreass of an a retyoactive basis i
aamal filing . ng dio chms of an basizin the

Enclosad is a umeline for ouz proposed altemastive rate i regulatory methodology
nﬁdlmymkehbtom&manl e

Hﬂnﬁdﬁumemumimmmwmuﬂmm We
sppreciate your time and considesstion of our recommmendstions xud, as I mentioned on
the telephone, we certainly bave rencwed regpect for how difficult it is to actually develop

situple yet accurste rate regulations.

Comno 40

A. Hatcher
President
Legal & Raguistory Affiics

cc:  Meredith J. Jones
Jill Lucksit
Mary P. McMamus
Jobn Nakabata
Mszureen O’Connell
Lisa B. Smith
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Proposed Alternative Annual Rate increase Methodology

S - 13! Rate cycle — — 2nd & Future Rata cyelss —p
i 8
’ X X+60 X+ 108 X+ 2368 X+ 428 __Xed70
Oparator fllea forms Operator fiiss forma
1208, 1210 & 1213 baeed 1208, 1210 & 121S based
upon prior pertod’s actual upan piler period’s actunl
¢ highly predictive costs + costs (1)
for the prospective year (1) | LFAreviews rale changes + cany forward of any
wihin 80 deys previoualy approved, <
() ITLFA approves, oparator bul notiaken, reles (o) ULFA appraves, opmlmJ New rates offsotive
prepares customer notices New rates effective rez cusiomer nolioces | not earfier than 385 days
(13 daya + 30 day nofice) (13 days + 30 day nolice) from lasd Inc/nmse.
(b) i LFA doea not approve {b) M LFA doss not appreve New rates offsclve
; of seduces any proposed New ralen effectve oy seduces any propased | not earber than 365 days
! rele, operatol eithet: rals, operator eitker: from last increass.
o {0 Proceeds with changes, () Procesds with ohanges,
svbject lo refund; or subject 1o refund; or
3‘ (8 Adusts to LFA changes 0D Adjusts to LFA changes

iJ 12104 1215 M
annwal fliing.
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(1) Prior period shail squal time period from the last 1210 Ming untit X" and actual costs would include: inflation for the tralling 4 quarlers, squipment, franchise related &
1 olher aflowabls caste not previously taken. Prospective casts would Includs: FCC user fees, known piogramming camt [ncreases and known taxes. Upon snnual 1208,
ings, operalor shal indicate the portion of s rate adjustment request, if any, t would like te cany over for implementation upon approval of s next
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